






























. . . ... . .. 
-..,. -

Maintaining stability> however, is a much more complex proccGo than 

merely providing liberally for material well-being. In saudi-Arabia, it is 

lU=cly to involve problems of cultural adaptation and change which an yet arc 
' 

scarcely perceived. Nor is it clear how effectively these problems can be 

handled by the existing family political structure. the fact 

that the saudi regime, then, has all the money needed to deal with inner 

material problems, the_pursuit of rapid economic development does produce 

internal uncertainties as to the Kingdom's future • 

.. .. 
External Factors 

Similarly, a question mark arises regarding pressures which, it must 

be anticipated, will press in on the Kingdom from outside. When Saudi Arabia 

. .. ws-li.tUe.J:'lm:e._:tb.c.n .. .in .the .:.'-!iddle .East_, eld.ng out a i nt:O!.'P. 

from J.toslcm pilgrims coming to visit the holy cities and from modest oil revenues, 

it vas of little concern to the rest of the world. The situation has now 

changed drastically. saudi Arabia is the focus of an energy-hungry world. At 

the same time, its government is developing into a major holder of the "'orld's 

financial reserves. Access to the vast sea of _petroleum on which the Kingdom 

floats and the financial power which it yields is sought by many nations and in 

many vays. 

It must be assumed that the Saudi leaders are alert to the dangers 

which arise therefrom. 

these dangers. 

Certainly, their policies appear to be designed to 
\ 
I 

In thb first place, the accent of these policies is . -
I 

placed on establishing conditions of stability, especially nmong Arab neir,hbors 

and in the J.Uddle East. It is an appropriate ncccr.t. Without conditions or 

pence, along 1 to borders 1 the very survival of Saudi Arabia could be in doubt· 
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Recent Saudi moves tend to defuse any envy which mieht lurk ruoong its 

more powerful but impoverinhcd Arab n~jghbors beca~sc of the great riches now 

&hovering the Kingdom. Generous aid proerams arc going into effect to benefit 

other Arab states. Arab workers are imported in large numbers to particip~tc 

in the industrialization of the country. To date, these policies of "share 

the vealth" appear to be l.-orking. The borders of the country 1 notably to the 

south are nov quieter than they have been for some time. There are no si~ns 

of hostility to Saudi Arabia vithin the Arab bloc. 

A key element in Saudi policie~ is the readiness to follow the inter-.. 
national lead of Egypt as the mo3t po~erful of the Arab states. The Saudis stand 

\lith th~ Egyptian approach in resolving the Arab-Israeli dispute. They appear 

almost eager that the main issues be negotiated at once. In conversations there 

are concilatory references to the Jevs as "our semitic cousins." Allusions are 

-to exist and even to have it~ borders guaranteed are freely aclmowledged. 

Conte:~porary leaders in the various Arab states are described as "a group of 

moderates" vho offer perhaps the last best opportunity for compromise of t he 

Arab-Israeli problem. As for the role of the United States in bringing about 
.. 

a settlement, the Saudi leaders do not question the good intentions of the 

Secretary of State and they have no desire to see the problem thrown into n 

Geneva meeting. Nevertheless, there are indications of anxiety and impnticncc. 

· ~e point vhich the Saudis emphasize is that the time is ~' for an 
\ 

across-the-bo~rd settlement. They citU.the long-standing issues--the Colnn 

-\ 
Heights, the 1957 border detn!lrcation, the \vest Bank, Jerusalem and the ro.lcntinic 

Refugees. In citinG them, however, they leave the impression of flexibility nnd 

a readiness to come to grips with these issues on the ·basis of accommodation • 

. . 
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.., ................. om J.b .n:r;uracu Dy the Snudin as anathema to Islnm o.nd they 

• have rejected repeated soviet overtures for rerruiar diplomatic relo.tionn. 

Anxieties are readily kindled, therefore, by any proGpect of Soviet penetration 

in the !Uddle East. The Saudis are ·deeply disturbed, for example, by the U. S. 

antagonizing of Turkey over the Cyprus question app3rent~ in fear that it would 

turn that country towards the soviet Union. That kind of realinement could 

create precisely the sort of outside pressure on the Arabian peninsula ~hich 

' vould be devastating to the hope for stability. They are also concerned over 

the Soviet military base at Berbera in Sorralia. 

Unfortunat~ly, it must be added, some anxieties have also arisen 

regarding the intentions of the United States. The inappropriate statements 
. 

of U: s. offici~ls, for ~xample, in regard to a "military solution" to the 

price-fixing by O.P.E.c. were badly received in Saudi Arabia. It is the ·height 

of folly for u. s. officials to continue to hold out any prospect of an invasion 

of the Saudi oil fields. Aside from the political and moral aspects of the 

question, any invading u. s. force would find the highly sophisticated technology 

of the oil fields damaged so badJ.y that it would be a long, long time before 

the wells could be put back into operation. 

\olhat is needed, is not saber ra~tling but progress toward a l·iiddle 

East settlement and policies geared to that goal. Hhile the President's sub-

sequent clarification was welcomed, the saudi leaders remain on guard ~~th 

reference to our intentions. In this connection, it should be noted that the 

• Saudis do not approve of the development of Diego Garcia as au. s. military 
' 

base. They have also withdrawh their support of u. s. naval leasing at Bahrein. 

There are even suspicions of the possibility of joint Sovi~t-U. s. underctnndin~~ 

regarding the ~Udelle East. 

. . 
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It is against this b~cr~round that the Saudis arc seeking greater 

diversification in their relationships abroad. In this connection, there is, 

of course, their cooperation with other oil producing states in O.P.E.c. In 

addition, Western Europeans and Japanese are being involved in increasinG 

numbers in development projects inside Saudi Arabia. Such a.trend, in roy judg-

ment, is to be welcomed. In coming years saudi Arabia's importance to the world 

will continue to grow. Even the most strenuous conservation efforts by the 

industrial nations cannot forestall an increasing dependency on the petroleum 

resource~ of.the Ara9ian peninsula. 

The reservoir of good feeling towards the United States in Saudi Arabia, 

in any ~vent, is ample and our role is likely to remain very large in that 

nation's affairs. "The true wish of my country," Crm-m Prince Fahd said to me, 

"is to have the strongest and most cooperative relations with the United States 

in all fields and all t:3.tters." Nevertheless, a u. s. economic or political 

monopoly is neither possible nor desirable in the situation which is developing 

in Saudi Arabia. The heretofore top-heavy ties with the United States and, for 

all practical purposes, with a segment of one u. s. industry have become sor.1e-

thing of an anomaly. Their persistence could result in a u. s. involvement in 

a manner and to a degree unrelated to the fundamental interests of the nation. 

It should be noted, in this connection, that Aranco has relinquished without 

complaint and perhaps with approval all o"~ership rights in petroleum operations 

in Saudi Arabia to the Royal Government in return for operating contracts· The 

significance of this transaction is obscure and the U. s. Embassy in Snttdi Arabi~ 
.. l 

could offer no clarification, conceding that they have no knowledge of the 

relationship between the company and the Saudi government! . 

. . 
·' 



• . 
·. -~·,,· ···.; 

'• 
As for O.P.E.c., it is conceivable that the Saudi influence could be, 

•• 
as it is contended in Jcddah, a restraining one on the policies and practice3 

of the cartel. The very magnitude of the Saudi petroleum reserves mal~cs it 

possible for the KinBdom to afford a much broader and magnanimous approach 

than any of the other raembers. Moreover the reputed ''brain1?" of 0 .p .E. c. 1 

Sbaykh Ahmed Zaki Yamani of Saudi Arabia, is an extremely perspicacious man who 

has cultural.ties with the United states and is even sending his daughter to 

school here. He knows the stakes in o.P.E.c. are more than oil revenues. He 

knows that for a small and weak nation sitting on an immense share of a universal 

coveted resources, the sky is not the limit. 

To sum up, then, Saudi Arabia is riding a flood-tide of oil at high 

prices into a leading role in the l-1iddle Eastern world and international 

financial circles. If the old roads still lead the l·iosle...'Il pilgrims to :Hecca 

While the Kingdom is on the way to beca.ning a new promised land, hm;ever, the 

potential of being waylaid by internal and external pressures is such that a 

"zone of peace" in the l..fiddle East may well be the sine-qua-non of its survival. 

Within the region, the Saudis appear ready to do what must be done in this 

respect by following enlightened policies in order to bring about stability in 

their relationship with the other Arab states and with Israel. 

~e future of the Kingdom is also dependent, ho~ever, on develop~ents 

beyond the Hiddle East, on Soviet intentions, for example, and on the policies 

or the United States. The survival, stability and development of Saudi Arabia 

are clearly in the interests of_this nation. It is also in our interests to 

participate, as our participation is soucht, in the internal developrncnt of that 
. . 

country. We should, however, euard against any tendencies '"hich oricinate ei thcr 

.. 
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.• . 'viihi'n ~ur own bureaucratic structure or in the interested oil companies or 

~ • both to equate "participation" vi th exclu::>ivi ty. Others have a. vi to.l stake in 

the situation in Saudi Arabia, in some respects larger than ours. This nation, 

for example, has a margin of time and the possibility of finding alternative~ 

to saudi petroleum; the nations of Western Europe do not. ~heir ~ull participa

tion, along with other oil-dependent nations, ·in the situation as it involves 

saudi Arabia Yill serve to diversify the inherent risks. We should take whnt-

ever initiatives are possible, therefore, to try to keep the policies of Hestern 

Europe and others aligned Yith ours. 

As for O.P.E.c., it would be vise to assume that it is here to stay 

and that Saudi Arabia will remain the l~nch-pin of the cartel. Efforts to break 

o.p.E.c. are likely to prove fruitless. The best counter to O.P.E.c., in my 

judgment, is not military threat, econo~ic embargo or political manipulation, 

tion of the sources of our energy supply. 

: . 
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ENERGY TALKING POINTS FOR PRESIDENT 
AT BI-PARTISAN LEADERSHIP MEETING 

1. With regard to oil decontrol, I met with Speaker Albert 
and Senator Mansfield last week to discuss this issue. 

2. I feel that the 39-rnonth phased decontrol plan with the 
$11.50 cap on new oil I sent to the Congress in late 
July went more than half-way in meeting the concerns 
voiced by members of Congress. By increasing the quantity 
of oil decontrolled from 1 1/2% the first year to 2 1/2%, 
then 3 1/2% in the last 15 months and gradually increasing 
the cap by $.05 per month, it would have rolled back 
prices during the first year and assured that future OPEC 
price increases would not be mirrored in higher domestic 
oil prices. Unfortunately, it was rejected by the House 
of Representatives. 

3. At Mike Mansfield's and Carl Albert's request, I 
indicated that I would be willing to sign a 30-45 day 
extension of the EPAA if I could be reasonably assured 
that the Congress would accept my 39 month decontrol plan. 
I believe such an approach is best, and a compromise 
would be in the nation's best interest. 

4. While I would like to compromise, I have heard statements 
from some members of Congress who appear to be putting 
politics ahead of the development of a national energy 
policy. While I hope they don't prevail, if compromise 
is not possible, I will veto any extension of price 
controls. However, to ease the impacts of immediate 
decontrol, I will take several steps. 

5. First, I will remove the supplemental fees on petroleum 
imports and again support a windfall profits tax and 
rebates to consumers of the tax revenues. 

6. As part of the natural gas emergency legislation I will 
propose shortly, I will ask for authority to protect 
historical users of propane, such as farmers and rural 
homes. 

7. Finally, I will submit legislative proposals to help 
independent refiners and marketers adjust to decontrol. 




